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Attachment 3

PCAOB’s Description of the Development Process for Auditing Standard No.
3
PCAOB Release No. 2004-0086, June €, 2004, pages 1-3

' The Board commenced a standards-development project on audit documentation

by convening a public roundtable discussion on September 29, 2003, to discuss
issues and hear views on audit documentation. Before that roundtable discussion,
the Board prepared and released a briefing paper on audit documentation, which
posed several questions fo help identify the objectives — and the appropriate scope
and form — of audit documentation. in addition, the Board asked participants to
address specific practice issues relating to, among other things, changes in audit
documentation after an audit report has been released: the essential elements and
the appropriate amount of detail of audit documentation; the effect on audit
documentation of a principal auditor's decision to use the work of other auditors;
and retention of audit documentation.

Taking into consideration comments from participants in this roundtable discussion,
advice from the Board's staff, and other input, the Board determined that the
existing interim auditing standard on audit documentation was not sufficient in
providing direction to ensure that auditors appropriately document both the work:
they perform and the conclusions they reach in connection with audits and other
engagements. On November 21, 2003, the Board issued a proposed auditing
standard entitlied Audit Documentation, as well as a related amendment to an
interim auditing standard (paragraph 12 of AU sec. 543, Part of Audit Performed
by Other Independent Auditors).

The Board received 38 comment letters from a variety of interested parties,
including auditars, regulators, professional associations, and government agencies.
Those comments led to some changes in the requirements of the standard.

The Board's standard on audit documentation will be one of the fundamental
building blocks on which both the integrity of audits and the Board's oversight will
rest. The integrity of an audit depends, in large part, on the existence of a complete
and understandable record of the work that the auditor performed, the evidence
gathered, and the conclusions reached. Meaningful review by managers and -
partners, or by the Board in the context of its inspections, waould be difficult, if not
impossible, without adequate documentation. Clear and comprehensive audit
documentation is essential for auditors to enhance the guality of the audit and for
the Board to fuifill its mandate to inspect registered public accounting firms "to
assess the degree of compliance” of those firms with applicable standards and
laws.
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State of California California Board of Accountancy

Memorandum

Department of Consumer Aftairs 2000 Evergreen Street, Suite 250
Attachment 2 Sacramento, CA 95815-3832
CPC Agenda ltem |l Board Agenda ltem IX.C.2
May 18, 2006 May 18, 2006

To

From

Subject :

CPC Members

Board Members
Date: May 2, 2006
Telephone : (816) 561-1788
Facsimile : (916) 263-3674
E-mail: awong@cba.ca.gov

Aronna Wong -~
Legislation/Regulations Coordinator

Background Information Related to CalCPA’s Request for Amendments to the
Board's Regulations Related to Audit Documentation

Consideration of CalCPA'’s request for amendments to the Board’'s Regulations
related to audit documentation is scheduled for the May 18, 2006, Committee on
Professional Conduct (CPC) and the May 19, 2006, Board meetings. The text of
CalCPA’s proposal and a side-by-side comparison of related standards and rules
are provided under a separate cover. This memo transmits the following additional
background information:

e Excerpts from the Minutes of the November 17, 2005 CPC Meeting
(Attachment A).

« A November 15, 2008, letter from Julianne D'Angelo Fellmeth of the Center for
Public Interest Law (Attachment B).

» Business and Professions Code Sections 5097-5098 (Attachment C).

e Sections 68.2-68.5 of the Board’s Regulations Related to Audit Documentation
(Attachment D).

» PCAOB Auditing Standard No. 3 — Audit Documentation (Attachment E).
» SAS No. 103 Audit Documentation (Attachment F).

Attachments
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State of CALIFORNIA BOARD OF ACCOUNTANCY
Colfort 2000 EVERGREEN STREET, SUITE 250 Attachment A
Degartmers: SACRAMENTO, GA 95815-3832
TELEPHONE: {916) 263-3680
A fiairs FACSIMILE: (916) 263-3675

WEB ADDRESS: hitp:/iwww.dca.ca.govicha

COMMITTEE ON PROFESSIONAL CONDUCT
MINUTES OF THE MEETING
FINAL

November 17, 2005
Delta King
1000 Front Street
Sacramento, CA 95815

CALL TO ORDER

The meeting of the Committee on Professional Conduct (CPC) was called to order at
10:05 a.m. by Ronald Blanc, Chair. Mr. Blanc indicated that to ensure compliance with
the Bagiey-Keene Open Meeting Act, when a quorum of the Board is present at this
meeting (eight members of the Board), Board members who are not serving on the
committee must attend as observers only. Ms. Sigmann introduced George Ritter, the
Board's new legal counsel from the Department of Consumer Affairs.

Present:

Ronald Blanc, Chair
Richard Charney
Gail Hillebrand
Thomas lino
Renata Sos

David Swartz

Staff and Legal Counsel

Mary Crocker, Assistant Executive Officer

Michael Granen, Deputy Attorney General

Patti Franz, Licensing Manager

Greg Newington, Chief, Enforcement Program

Dan Rich, Manager, Administrative Services
George Ritter, Legal Counsel

Theresa Siepert, Executive Analyst

Carol Sigmann, Executive Officer -
Aronna Wong, Legislation/Regulations Coordinator

Other Participants

Maureen Blasko, Ernst and Young LLP

Michael Duffey, Ernst and Young LLP

Julie D'Angelo Felimeth, Center for Public Interest Law






